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BRITISH PREFERENTIAL TRADE AND 
IMPERIAL DEFENCE. 

BY JOHN CHARLTON, Iff. P., MEMBER OP THE ANGLO-AMERICAN 
JOINT HIGH COMMISSION. 



Fob several years the question of Preferential Trade within 
the bounds of the British Empire has received attention from 
public men in Great Britain and in the Colonies. For a few 
months past, it has been prominent, and discussions in the press 
and in the Imperial and Colonial Parliaments have led up to a 
practical consideration of it, and of the question of Imperial 
Defence, at a Conference of the Colonial Premiers and Imperial 
Authorities, which was called to meet in London in connection 
with the Coronation ceremonies. This Conference is, as I write, 
in session, and the outcome of its deliberations will be known 
officially, when the Parliaments of the self-governing Colonies 
again convene. 

That widely divergent views prevail as to the features of the 
Preferential Trade policy is certain. Each one of the Colonies 
will have its own particular views to urge, while the Imperial 
authorities will, in all probability, stand strongly for the exten- 
sion of the free trade principle to all parts of the Empire. The 
character of negotiations as to the position of the Dominion of 
Canada in trade arrangements with the home government, is of 
more interest to Americans than that of the other Colonies. Can- 
ada desires preferential entry into the markets of Great Britain 
for her wheat, flour, oatmeal, animal products, lumber, mine 
products, and fish; and she desires this preferential treatment 
without surrendering the essential features of her own tariff 
policy, which is a moderately protective one. She would readily 
grant to Great Britain preferential treatment to a greater extent 
than at present, but she would probably decline to permit this 
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preference to reach a point that would threaten her own indus- 
tries established under the moderate protection inaugurated in 
1878. It may be assumed with confidence that neither Canada 
nor Australia can accept absolute free trade with Great Britain. 
The dream of certain classes in these Colonies is that preference, 
to an extent that would give them material advantage in the 
British markets over foreign countries, can be obtained, while 
they will be allowed to retain the distinctive features of their 
own policy at present in force. 

Imperialistic sentiment unquestionably prompts to a move- 
ment for a zollverein within the Empire, based substantially upon 
the present conditions of the British tariff. It is measurably 
certain that any broad scheme of preferential trade which falls 
short of this will not be accepted by British statesmen, and it is 
doubtful whether even the proposition for a zollverein within the 
Empire, accompanied by duties which would discriminate sharp- 
ly against foreign countries, and would naturally invite tariff 
retaliation from such countries, would be accepted by the Gov- 
ernment of Great Britain. 

A scrutiny of the British Trade returns for 1901 will show why 
this policy will probably be rejected. The import and export 
trade of Great Britain for the fiscal year 1901, stated in dollars 
(one pound sterling being counted as equal to five dollars), was 
as follows: 

BRITISH EXPORTS, 1901. 

Total British Exports $1,739,321,000 

British Exports to Canada, as per Canadian returns 43,018,000 

British Exports to all British Colonial Possessions and 

Protectorates 565,591,000 

British Exports to Foreign Countries 1,173,729,000 

Percentage of Exports to Canada 2% per cent. 

Percentage of Exports to Colonial Possessions 32% per cent. 

Percentage of Exports to Foreign Countries 67% per cent. 

BRITISH IMPORTS, 1901. 

Total Imports $2,609,950,000 

Imports from Canada, as per Canadian returns 105,328,000 

Imports from all British Colonial Possessions and Pro- 
tectorates 527,868,000 

Imports from Foreign Countries 2,082,082,000 

Percentage of Imports from Canada 4 per cent. 

Percentage of Imports from all Colonial Possessions 20% per cent. 

Percentage of Imports from Foreign Countries 79% P* r cen ^- 

The portion of this trade which Great Britain would most 
naturally desire to retain, and would be most reluctant to imperil, 
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is the export trade. The percentage of total exports to Canada 
in 1901 was 2% per cent, and to all British Possessions and Pro- 
tectorates 32y 2 per cent. Absolute free trade with Canada would 
not be likely to more than double her proportion of exports, or 
in other words would not increase it beyond 5 per cent, of the 
total present amount, and free trade with all the Colonial Pos- 
sessions would not be likely to increase their trade to more than 
50 per cent, of the total amount. England will hesitate long be- 
fore she will endanger what at the present time is 67% per cent, 
of her total export trade, by entering into any preferential ar- 
rangement or zollverein with her Colonial Possessions, and it 
may be reasonably asserted that no such step will be taken. With 
regard to English imports, Canada at least would not consider a 
preference of less than 10 per cent, as an inducement of very 
great importance. A preference of this amount as against the 
United States, Russia, and other food-export countries, would 
give to Canada and to the wool-growing and to the mutton and 
beef raising interests of Australia very important advantages. 
But this advantage conferred upon the Colonies would cost Great 
Britain, according to Sir Robert Giffen, a recognized financial 
and trade authority, an increase of $205,000,000 a year in taxa- 
tion and enhanced cost of supplies, and an addition of $55,000,- 
000 to the cost of Colonial goods to the British consumer, while 
the Colonies would pay only $17,500,000 in increased taxation. 

The moderate taxation upon food stuffs recently imposed as a 
war measure by the British Government, which amounts to less 
than four per cent, ad valorem, is unpopular in England, and a 
significant indication of public feeling has been given in the only 
bye-election held since the imposition of this tax, when a con- 
stituency which gave a Conservative majority of 849 in the last 
general election returned a Liberal in the bye-election in May, by 
a majority of 414. No taxation can be so unpopular in Great 
Britain as a tax upon food. The Corn Laws were a subject of 
great agitation in the early part of the century, and were swept 
away before a storm of public indignation in 1846. The white 
heat of that contest would again be aroused by the imposition of 
a bread tax. Great Britain is pre-eminently a manufacturing 
and commercial nation. Her agricultural interests are of minor 
importance. In the sharp competition between her own manu- 
facturers and those of Germany and the United States, which is 
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growing more acute every year, the command of raw products 
at the lowest possible cost is a necessity, for without this England 
cannot successfully maintain her struggle for the leading posi- 
tion in the open markets of the world. Food is a raw product 
Increase in its price means increase in cost of manufacture, and 
the manufacturing and commercial interests of England cannot 
and will not consent to an increase caused by import duties. 

The political parties in Canada differ in the attitude they re- 
spectively take with regard to Imperial Preferential Trade. The 
Conservative Party has dwelt upon the importance of securing 
Preferential Trade in the British markets, and has asserted the 
practicability of obtaining this concession, and at the same time 
it has belittled the importance of reciprocal trade arrangements 
with the United States. The Liberal Party, which came into 
power in 1896, has always desired broader trade relations with 
the United States, and has entertained doubts as to the practica- 
bility of securing any such preferential treatment in the British 
market as the Conservatives thought procurable. The Liberal 
Party, when it came into power, was pledged to a reduction of 
the tariff. It was speedily found that promises made in opposi- 
tion might be difficult of fulfilment when in power, and the only 
material step taken in the direction of the fulfilment of these 
promises was to grant a preference to goods of British manu- 
facture. This preference was at first 12% per cent, then it was 
increased to 25 per cent., and for the last two years it has been 
33 1-3 per cent. The increase to 33 1-3 per cent, has proved to be 
disadvantageous to the woollen interests and some other manu- 
facturing interests of Canada, and these manufacturing interests 
object not only to the increase of preferential duties from 12% 
per cent, but to the application of the principle of preference at 
all, except in return for corresponding advantages granted by the 
British Government to Canada, which is an eminently reasonable 
position. Canada, at the present moment, occupies exactly the 
same position with regard to the entry of her products into the 
British markets as is occupied by the United States and all other 
countries. She has no preference in the British market what- 
ever, while she gives British manufactures the preference above 
mentioned. When moderate duties were recently imposed upon 
grain by the British Parliament — amounting to threepence per 
cwt. upon wheat, and fivepence per ewt. upon flour — it was sup- 
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posed that Canada, in return for the preference of 33 1-3 per cent., 
would be relieved from the operation of this taxation upon her 
grain products. This supposition was ill founded, and no recog- 
nition of Canada's preference was deigned by the British Gov- 
ernment. The result has been a slight soreness of feeling, which 
could easily be made more acute by injudicious action in the 
future on the part of the Imperial Government. 

The marked manifestation of Imperialistic sentiment in Can- 
ada at the present moment is due to several causes. During the 
period when the Eeciprocity Treaty of 18*54 was in force, extend- 
ing from that date to 1866, the trend of public sentiment in Can- 
ada was towards sympathetic feeling and community of interests 
with the United States. Canadian trade was chiefly with the 
United States. Canadian exports of farm products to the United 
States were to some extent included in the exports from that 
country to Europe. The direct exports from Canada to Great 
Britain were very light, and the United States, while acting as 
Canada's factor, assumed that the passing of the products of our 
farms through her avenues of communication to her seaports for 
shipment, was a cause of interference with the markets of her 
own products for domestic consumption. Canada was anxious 
to renew the Eeciprocity Treaty, and was ready to propose modi- 
fied conditions which would admit a considerable list of manu- 
factures free. All propositions were dismissed by the American 
Government with scant courtesy. Had the Reciprocity Treaty 
been permitted to remain in force its influence upon the destinies 
of both countries would have been in the highest degree advan- 
tageous to each. The United States would have attained much 
more complete ascendency for her manufactures in the Canadian 
market than she now enjoys, and the Canadian farm products and 
lumber which would have come into the markets of the United 
States for consumption would have borne so small a proportion 
to the products of that country as to have produced no effect, or 
a most insignificant one, upon prices. At the same time, the 
importation of wheat, flour, cheese, and all other articles of which 
both countries had a surplus for exportation, whose prices were 
governed by the prices received abroad, would have had no ma- 
terial influence upon the interests of either, except in so far as 
United States routes of transportation would have carried Can- 
adian products and United States merchants would have handled 
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them, while Canada would have had the advantage of the com- 
petition of American buyers in her own markets for her farm 
products exported to Europe. 

The Reciprocity Treaty was abrogated. The drift towards 
closer trade, and social and political relations, was arrested. The 
United States adopted a severely repressive policy towards Can- 
ada. Probably one of the reasons was the belief that that policy 
would force Canada into annexation. At first, the belief in Can- 
ada was that the American market was essential to us, and this 
belief would have continued, and have made it our chief market 
up to the present time, if the United States policy had not inter- 
posed and rendered it impossible. Thirty-five years have passed 
away. Canada has smarted during that time under the sense 
of unfair treatment. She has been compelled to seek other outlets 
for her products. She has found them. Her sales of farm prod- 
ucts to England last year were eight times as much as to the 
United States. Her people have nearly lost sight of the fact that 
the American market would be advantageous to them. With this 
broadening of relations, and drawing closer of the ties that bind 
Canada to the Mother Country, has naturally come a marked de- 
velopment of Imperialistic feeling. 

Here, then, are two reasons for the growth of Imperialistic 
sentiment — the shrivelling of our export trade to the United 
States, and the enormous expansion of our export trade to Great 
Britain. To these two reasons another one of much potency has 
been added. Nearly three years ago, England entered upon a 
struggle in South Africa for the maintenance of her Empire upon 
that continent. While Canada had small direct interest in the 
question, so far as her trade with South Africa was concerned, 
she felt instinctively that the British Empire was passing through 
a crisis, that the loss of British possessions in South Africa would 
mean loss of prestige and indefinite disaster. She felt the 
necessity of preserving the great market which absorbed four- 
fifths of her farm products; and, acting upon instinct rather 
than upon deliberate calculation, she reached forth a hand to aid 
the Mother Land. She sent her sons to the battle-field. She 
contributed large sums of money. In due time, her soldiers in 
the field displayed a degree of gallantry which received recogni- 
tion from the Imperial authorities, and from the military critics 
of the world at large. Over this agreeable page in her history, 
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the country naturally went wild with delight, and the tide of 
Imperialism rose rapid and strong, a movement which was un- 
fortunately accompanied by an increase in the spirit of militar- 
ism. Thus the Imperialistic spirit has been developed, and the 
United States has unconsciously offered all the assistance that 
Jay in her power to produce this result. 

But, notwithstanding the pronounced development of this feel- 
ing in Canada, and in Australia and New Zealand as well, a 
zollverein within the Empire based upon absolute free trade may 
reasonably be considered an impossibility now. Canada would 
cheerfully offer substantial preference to Great Britain, but can- 
not reach the limit of absolute free trade. Still, matters move 
in that direction. One of the great obstacles to this arrangement 
confronting Canada at present, would be the loss of revenue. 
With the rapid settlement of her great Northwest and the nat- 
ural development of a feeling in favor of cheaper manufactures 
in that great region which will soon hold the balance of political 
power in Canada, the wishes of the manufacturing interests in 
the Provinces of Ontario and Quebec may in the future be over- 
borne, and free trade within the Empire may be an attainable 
result within the near future. Meanwhile the United States still 
continues a fatuitous trade policy towards Canada. 

Absolute free trade between all the States of the American 
Union, since the adoption of the Constitution, has been produc- 
tive of results unmixed in the slightest degree with anything to 
the detriment of the country or any section of it. This policy 
extended to the Provinces of the Dominion would produce similar 
results. It cannot of course be extended to these Provinces in its 
entirety, and dwelling under one form of Government cannot be 
one of the features of this arrangement. Canada must of neces- 
sity retain a moderate revenue tariff to meet revenue wants ; but 
the nearest possible approach to the condition existing between 
the various States of the American Union in the arrangement of 
the trade relations between the United States and Canada is 
desirable and necessary. Canada would find in the United States, 
under an arrangement opening the markets of each country re- 
ciprocally to natural products from the other, a market for a 
great variety of the products of her soil, forests, mines, and 
fisheries. The United States, on the other hand, would find an 
enormous market in Canada for farm products. At the present 
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moment, Canada imposes duties upon nearly all American food 
products, except corn; and yet her purchases from the United 
States of the products of the soil are two and a half times greater 
than her exports of farm products to that country. With free 
trade, Oregon, Washington, and California would furnish the 
vast Canadian region west of the Bocky Mountains with wheat, 
flour, meats, and other food products. The 1,000,000 inhabitants 
of the Maritime Provinces, Nova Scotia, New Brunswick, and 
Prince Edward Island, would buy their food supplies almost ex- 
clusively in American seaboard cities. Ontario and Quebec would 
largely add to their imports of corn, meats, and other food prod- 
ucts, for mining and lumbering operations, and, with the Can- 
adian Northwest, would largely increase the exportation of wheat 
and other farm products to the United States. The balance of 
trade between the two eountries, in the interchange of the prod- 
ucts of the soil for consumption in either country, would be but 
slightly in favor of the United States ; and the tendency to ship 
the products of Canada through the United States to foreign 
countries would be greatly increased, because the restrictions of 
bonding and other Custom-House hindrances would be removed. 

Canadian trade with the United States is now on a most un- 
satisfactory basis, as far as concerns Canada, and the same is true 
with regard to nearly all foreign countries except Great Britain. 
The total imports of Canada from the United States in 1901 
were $119,306,000, the total exports to the United States $72,- 
382,000, the nominal balance against Canada being $46,924,000. 
In the statement of exports, however, is embodied $28,331,000 
gold and silver coin, nuggets, gold dust, and precious metals; 
and from the imports from the United States are to be deducted 
$3,365,000 in coin and bullion, leaving an actual balance of trade 
against Canada and in favor of the United States, of $71,890,- 
000, and placing the exports of natural products, aside from 
precious metals, at a figure less than that of 1866. The manu- 
factures imported into Canada from the United States for the 
year 1901 were $65,559,000, of which $21,941,000 were upon the 
free list. The importation of manufactures from Great Britain 
for the same year was $37,270,000, of which $6,906,000 were upon 
the free list. The United States, it will thus be seen, has the 
lead on the Canadian market for the sale of manufactures. Can- 
ada imported from all the world in 1891, of manufactures, at 
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least $10,000,000 less than from the United States. Canada gave 
to the United States in 1901 a free list of $53,449,000, exclusive 
of coin and bullion, which was 74*^ per cent, of her total free list. 
Embraced in this free list, in addition to $21,941,000 of manu- 
factures, were corn, flax-seed, wool, hides, hemp, broom corn, to- 
bacco leaf, and other farm products to the value of $14,775,000. 
In return, the United States gave Canada a free list covering 
nickel matte, sawlogs, and a few minor articles. We would pre- 
fer refining the nickel and converting the sawlogs into lumber 
ourselves. This condition of things, in conjunction with the 
fact that Canadian producers are practically excluded from the 
markets of the United States, and so from supplying food for the 
operatives who produce the goods they buy, is unsatisfactory. 

Canadian trade returns with other countries besides the 
United States are similarly unfavorable, as these tables show : 

CANADIAN TRADE WITH GERMANY, 1901. 

Imports from $7,020,000 

Exports to 2,141,000 

Balance of Trade against Canada 4,879,000 

Import percentage of total trade 76 per cent. 

CANADIAN TRADE WITH FRANCE, 1901. 

Imports from $5,398,000 

Exports to 1,592,000 

Balance against Canada 3,806,000 

Import percentage of total trade 77 per cent. 

CANADIAN TRADE WITH HOLLAND, 1901. 

Imports from $797,462 

Exports to 187,378 

Balance of Trade against Canada 610,084 

Import percentage of total trade 81 per cent. 

CANADIAN TRADE WITH SPAIN, 1901. 

Imports from $742,000 

Exports to 185,000 

Balance of trade against Canada 557,000 

Import percentage of total trade 80 per cent. 

Contrast these returns with those of Great Britain, for the 
same year, which are as follows : 

CANADIAN TRADE WITH GREAT BRITAIN, 1901. 

Imports from $43,165,000 

Exports to 105,018,000 

Balance in favor of Canada 61,853,000 

Import percentage on total trade 29 per cent. 
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Is it any wonder that Canada feels satisfied with her trade re- 
lations with Great Britain, and dissatisfied with her trade rela- 
tions with the United States, Germany, and France ? The condi- 
tion of things at present existing as above set forth, the Canadian 
people will decide, must cease, and if the United States desires 
that Canada shall enter upon the path that present conditions 
will irresistibly compel her to traverse, if the present trade policy 
towards Canada is continued, then some fiscal change of a radical 
character will inevitably result. Keciprocity in natural products 
would set different currents of interest in motion, and would 
bring about the intimate business relations that nature designed 
between these two great countries. The policy would not have 
the effect of reducing the prices of farm products in the United 
States. All well-informed men possessed of accurate information 
must, in the interest of fraternity, harmony, and the future well- 
being of these two great peoples, desire to see the United States 
meet Canada in the adjustment of a new policy, broader, more 
liberal, and better calculated to promote the interests of the two 
peoples. 

If the present policy of the United States is persisted in, Can- 
ada will have no choice but to adjust the difficulty by adopting 
another kind of Keciprocity Policy — reciprocity of tariffs. 
Neither self-interest nor self-respect will allow her to permit the 
present conditions to continue, without a vigorous effort to adjust 
matters in some way. Free admission of her natural products 
into the markets of the United States, with admission of natural 
products of the United States into Canada, would not affect in- 
juriously any interests in the United States. Eeciprocity of 
tariffs so far as her own interests would allow, while it would not 
affect the interests of the American farmers materially, would 
affect the interests of the American manufactures, and of the 
American lumbermen whose Canadian sales amount to nearly 
$4,000,000 a year; and when the motto " More sales, or less pur- 
chases" is acted upon, and a policy is adjusted designed to 
secure the production in Canada of 75 per cent, of the $65,- 
000,000 of manufactures now imported from the United States, 
the American manufacturing interests will realize that a 
greater degree of liberality in the commercial policy of their 
country might have averted an unfortunate turn of affairs for 
themselves. 
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Last session, I introduced into the House of Commons at 
Ottawa the following motion : 

That this House is of the opinion that Canadian import duties should 
be arranged upon the principle of reciprocity in trade conditions so far 
as may be consistent with Canadian interests; that a rebate of not less 
than 40 per cent, of the amount of duties imposed should be made upon 
dutiable imports from nations or countries admitting Canadian natural 
products into their markets free of duty; and that the scale of Canadian 
duties should be sufficiently high to avoid inflicting injury upon Canadian 
interests in cases where a rebate of 40 per cent, or more shall be made 
under the conditions aforesaid. 

This motion embodied the principle that, I believe, will in the 
near future govern the Canadian fiscal policy, in case the United 
States persists in the retention of duties double our own, has an 
eye exclusively to the things of its own and not at all to the things 
of others, and fails to realize that a nation must be permitted to 
sell if it is expected to continue to buy. This resolution proposes, 
as will be seen, to readjust the Canadian tariff, to arrange the 
scale of duties so that the net duty with the 40 per cent, deducted 
from the maximum rate will afford a reasonable degree of pro- 
tection, in which case the maximum rate, of course, will afford 
a tolerably effective degree of protection. Under this arrange- 
ment, Great Britain would be entitled to the minimum rate, 
but the provision would be perfectly impartial in its application 
to either Germany, France, Spain, Holland, the United States, 
or any other country which availed itself of the statutory offer 
extended to all, to share in the minimum rate upon the recipro- 
cally free interchange of natural products. This resolution, of 
course, means protection of a kind that will protect when applied 
to countries that do not accept this proposal, and it would either 
bring free admission of natural products into the markets of 
other countries, the United States included, or it would bring a 
rapid and healthy development of our own industrial interests. 
It is a question whether Canada cannot afford to be quite indif- 
ferent as to which would be the result. 

With regard to the question of Imperial Defence — by which 
is meant the imposition of duties to a certain extent throughout 
the Empire to form a common Imperial Defence Fund — it may be 
said without hesitation that this proposition is unpopular in Can- 
ada. It would receive the unanimous condemnation of the 
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French-speaking portion of our population, and the condemna- 
tion probably of anywhere from three-fifths to two-thirds of the 
English-speaking population. Canada has great problems to 
solve, great difficulties to meet, enormous expenditures to make 
in the near future. She must furnish railway communication 
to the great Northwest. The present railway facilities are barely 
sufficient for the movement of the crops of that country, with its 
300,000 inhabitants. 2,500,000 acres of wheat will be increased 
within the next ten years to from 25,000,000 to 50,000,000 acres 
in crop. The outlay necessary to cope with transportation diffi- 
culties will be enormous. Canada will endeavor to take care of 
herself. She maintains the garrison at the British naval depot 
of Halifax at the present moment. She can have no particular 
fear of any war that Great Britain can possibly be engaged in, 
except one with the United States, and in case of such a war 
she would need no Imperial Defence compact with Great Britain 
to induce her to put forth the greatest possible effort. She is not 
especially interested in the question of British expansion and 
British conquests in the Eastern Hemisphere, and under the 
Monroe Doctrine Great Britain is precluded from embarking in 
military operations for conquest on the Western Continent. With 
the vast interests of her own future to cope with, and with law, 
justice, and protection to grant to a boundless region, where a 
human tide will soon flow in, she has other uses for her taxes 
than to lay by and add to a fund for Imperial Defence. Were 
this policy to be entered upon, the tax would soon be felt to be a 
galling yoke, and the effect upon public sentiment would be to 
weaken rather than to strengthen Imperial ties. Canada will in- 
sist upon retaining in unimpaired integrity her present autonomy, 
and will reserve to herself the right of initiative and voluntary 
action in all cases where she is called upon to decide what shall 
be her attitude to the Imperial Government in case of war. 

John Chaklton. 



